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BACKGROUND 

Marlboro's volume is soft and consumer confidence has been low throughout the first half of' 92 and 
consequently has provided an environment for growth and opportunity for the lowest price der. The 
share of BW/PL has grown substantially during this period and now stands at 8.44 points, up 3.69 
points versus a year ago (3MM, April *92). Marlboro in particular has been sensitive to the lowest price 
tier. Not only do price gap dynamics contribute to escalating consumer trade down, but empirical data 
suggest that alternate purchase and consumer shift to the low end is further exacerbated when the price of 
Marlboro crosses the $2 price threshold. As Marlboro's price has crossed this barrier in an increasing 
number of markets, the brand continues to exhibit hyper sensitivity and interaction with the lowest price 
tier, which in some markets can have an absolute price below $1.00 resulting in a price gap in excess of 
50%. 


Recently, consumer confidence has picked up and the economy is finally starting to exhibit signs of 
recovery. This increase in confidence coupled with Marlboro's historically strong performance during 
the summertime has provided a window of opportunity during July to leverage this momentum by 
strategically using price promotion. 

OBJECTIVE 

Shor t Jem 

(Grow Marlboro volume by executing geographically varying co-funded price promotion. 

-9 • Increase overall visibility with banners, ad features and point-of-purchase signage. 

*4- -! t ^ 

• Incent retailers to build store trafficand increase category >and overall sales by price reducing and 

featuring Marlboro. , 

Develop Sales profitability story and use as learning tool for future price promotion. 
r> Long Term 

♦ Maintain Marlboro volume and share growth through extended retailer sponsored price promotion. 

STRATEGI ES. 

The "Marlboro Summer Special" will be a co-funded promotion with a $0.25 per pack contribution from 
Marlboro and a minimum of $0.10 per pack contribution from the retailer. Retailers are not limited to the 
$0.10 off per pack, however, Marlboro will not increase its portion of the funding beyond the $0.25 per 
pack. To the extent a retailer contributes more than $0.10 per pack, the retailer will be able to feature 
Marlboro at a lower price. 

A mandatory requirement for retailer participation is the prominent placement of exterior and interior eye 
catching banners, window signs, and day glow starbursts. Only to the extent price is featured through 
exterior communication will retailers be able to leverage Marlboro as a traffic builder. This includes 
feature advertising. 


Source: https://www.industrydocuments.ucsf.edu/docs/jxhm0004 
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In markets where Marlboro's average pack price is over the national average of $2.09 and selected states 
where Marlboro's share is declining and BW/PL share is growing, retailers will be offered single pack, 

2 pack or 3 pack price promotion. We have identified 17 states where this is the case and represents 
approximately 62% of Marlboro volume. In these markets, consumers are more apt to purchase 
cigarettes by the single pack than by 2 or 3 pack deals. Furthermore, to the extent a co-funded price 
promotion increases traffic and builds sales, retailers may continue to price feature Marlboro on their 
own. Below is a list of selected states where single pack price promotion will be an option: 


ARKANSAS 

CALIFORNIA 

CONNECTICUT 

FLORIDA 

ILLINOIS 

INDIANA 

KANSAS 

MASSACHUSETTS 

MICHIGAN 


MISSOURI 
MINNESOTA 
NEW JERSEY 
NEW YORK 
OHIO 

OKLAHOMA 

tcv AC 

WASHINGTON 


The promotion duration at retail for single pack promotions will be a two week period. The promotion 
duration for 2 and 3 pack deals will be a four week period. 

In the remaining geographies, retailers will be offered only 2 and 3 pack deal price promotion. In these 
geographies cigarette prices are below the national average of $2,09 per pack and in most markets are 
below $2.00 per pack. Retailers are already funding and sponsoring 2 and 3 pack deals in these 
markets. We will simply encourage retailers to extend these multi-pack deals. 


PROGRAM DETAILS 

• Timing: July 1 - August 14 

• Offer: Single pack, 2 and 3 pack co-funded price promotion 

Philip Morris funds $0.25 per pack; Retailer funds $0.10 per pack 
(minimum) 

• Participation: 55,510 accounts or 46% penetration of 100+ CPW accounts 

• Units: 1.5 billion 

• Cost: $20.8 million; $13.87/M 


Consumer Offer 

Consumers will receive a minimum of $0.35 off single pack deals, $0.70 off 2 pack deals and $1.05 off 
3 pack deals of any packing of Marlboro during the scheduled promotion. 

The promotion duration for single pack promotion is two weeks. The duration for 2 and 3 pack 
promotion is four weeks. 


4» 
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4 


Accounts already offering 2 and 3 pack pricing must offer this discount in addition to their current 2 and 
3 pack deal offers. This will guarantee a minimum of $0.70 and $1.05 price differential between 
Marlboro and other full price brands offered through 2 and 3 pack pricing specials, respectively. 

Retail Offer - Single Pack Promotion (17 Selected States) 

Participating accounts will receive a $2.50 per carton allowance on all pre-booked cartons of Marlboro 
up to 1.30 times their average weekly Marlboro sales for a two week period based on actual store 
invoices. 

Retail Offer - 2 and 3 Pack Promotion 

Participating accounts will receive a $2.50 per carton allowance on all pre-booked cartons of Marlboro 
up to 1.25 average weekly Marlboro sales (for all volume sold on deal = 65% of total pack volume) for 2 
and 3 pack price deals, for a four week period based on actual store invoices . 

All packings currently in distribution should be included in all offers and Sales Reps should use this 
price-off opportunity to increase distribution of new Marlboro Medium 100's. This promotion should 
not run concurrent with any other Marlboro pack program. 

Minimum Price States 

In minimum price states, if retailers cannot contribute at least $0.10 per pack, comparable value must be 
provided ( e.g. advertising, additional PM display, P.O.S., etc.). See attachments for details) 

Retail Payment 

PM Sales Reps will determine the total, contractual promotional payment with retailers and then pay 
retailers 50% of total payment on program start and the balance of payment at the end of the program. 
Payment method will be through flex check and chain invoicing. 

Retail E xecution 

No temporary displays have been produced for this promotion. The offer will be communicated via 
exterior and interior P.O. S. materials. Marlboro single pack, 2 and 3 pack deals must be merchandised 
on a permanent counter display which is in prime position (mutually agreed upon by PM Sales Rep and 
retailer). Retailers should make sure the permanent counter display, OHPM and CPP display (if 
applicable) are fully loaded throughout the scheduled promotion period. 

Participating accounts will be required to reduce all single, 2 and 3 pack purchases of Marlboro by 
$0.35, $0.70 and $1.05, respectively. No product will be banded. 

Materials 

Special price reduction starbursts have been produced for this promotion to ensure strong price 
communication at the point-of-sale. "Marlboro Summer Special" will be printed on the starbursts and 
Sales Reps will be required to write in both the final price and/or the dollar savings, as required by local 
law. Each participating account will be given four price reduction starbursts (2 large, 2 small) for 
placement. At least one starburst is a requirement for this promotion. 

Large Marlboro pricing banners are being provided with a "Summer Special" starburst to be used for 
exterior price communication. These banners will provide the most effective visibility and price call out 
for achieving program objectives. 


Source: https://www.industrydocuments.ucsf.edu/docs/jxhm0004 
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"Marlboro Summer Special" window posters have been produced for this promotion. Each participating 
account will be given two horizontal and two vertical window posters for prominent front window 
exterior/interior placement Retailers are required to place either a large pricing banner or window poster 
or both. Sales Reps will be required to write in both the dollar savings and/or the final price as required 
by local law. 

"Marlboro Summer Special" counter balance pricing overlay signs have been produced. Large and small 
signs will attach to counter balance and wall pole signs, 

P.O.S. kits have been allocated to sections. P.O.S. kits include the following: 

2 Window Poster - Horizontal 
2 Window Poster - Vertical 
2 Large Starburst 
2 Small Starburst 

One P.O. S, kit is required for each participating account Large Price Banners and counter balance 
pricing signs are allocated separately. 

Retailer Performance Verification 

The following should be verified at the beginning of this promotion: 

1) Retailers are offering consumers the price savings throughout the period as specified. 

2) Retailers have placed at least one starburst near checkout and a banner/poster in a highly visible 
exterior and interior location. Placement m ust be maintained throug hmiLthe.promotion period to 
gualify,for lull payment. 

Sales Reps should attempt to verify that each participating store is in compliance by cycling through the 
accounts after two weeks and again during the fourth week (for 2 and 3 pack promotion), which at this 
time the retailers will be paid the balance of the promotion payment 

Sell-In Materials 

Single pack, 2 and 3 pack selling kits are attached. Kits include: 

• Teaser Introduction 

• Program Guidelines and Pre-Booking Worksheet 

• Program Profitability Page 

• C-Store Test Results 

• Minimum Price State Guidelines 

• Pre-Booking Forms 

• Retailer Participation Agreement 

Copies should be made locally for use in presentations. The standard pre-booking form is to be used 
for ordering product 

Reporting 

Use the following promo codes for ICR reporting, flex check payments and chain invoicing. 

.Offer Promo. Codes 

$0.35 Off Single Pack 235A 

$0.70 Off 2 Packs 235B 

$1.05 Off 3 Packs 235C 

Qr derin g.ljro cedurcs (S QM S) , 

Orders for the P.O.S. kits should be placed via MIDAS (PF 19) starting June 8 for delivery to P.O.S. 
depots starting the week of June 29. Order one kit for each participating account 


Source: https://www.industrydocuments.ucsf.edu/docs/jxhm0004 
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TIMING 

WEEK OF 


Field communication 

June 8 


Program sell-in 

June 8- July 17 


P.O/S. at KDC 

June 29 


Retail Fielding 

July 1 - August 14 

MATERIALS LIST 



MARLBORO SUMMER SPECIAL P.O.S. 

KIT P.O.S.#68461 

(INCLUDES ) 

P,Q,S, # 

Quantity 

• 2 Marlboro Summer Sale Poster (HORIZ.) 

#68462 

60,000 

• 2 Marlboro Summer Sale Poster (VERTICAL) 

#68464 

60,000 

* 2 Large Starburst 

#68466 

60,000 

• 2 Small Starburst 

#68467 

60,000 


LARGE PRICING BANNER POS#68482 30,000 


SUMMER SPECIAL COUNTER BAL. OVERLAY PRICING SIGN 

(PACKING FACTOR = 20 EACH) 

• Large #68502 20,000 

• Small #68503 3,000 

SPECIAL P.O.S. SHIPPING INSTRUCTIONS 


ITEMS 

MARKET 

DEPOT 

QUANTITY 

DATE W/O 

P.O.S. KITS 

ATLANTA 

23-51-00 

1.600 

JUNE 29 

(P.O.S. #68461) 

CHARLOTTE 

22-51-07 

1,600 

JUNE 29 

PRICE BANNERS 

ATLANTA 

23-51-00 

1,600 

JUNE 29 

(P.O.S. #68482) 

CHARLOTTE 

22-51-07 

1,600 

JUNE 29 


These materials should be drop shipped by suppliers as soon as possible. 


O 

A 


Source: https://www.industrydocuments.ucsf.edu/docs/jxhm0004 
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MARLBORO SUMMER SPECIAL SECTION BUDGET ALLOCATIONS 


% OF % OF 




100+ 

STORES 

STORES 

SINGLE 

2 / 3 


SECTIONS 

CPW 

SINGLE 

2 / 3 

PACK 

PACK 

TOTAL 



OUTLETS 

PACK 

PACK 

BUDGET 

BUDGET 

BUDGET 


1 1 

7636 

75% 

2 5% 

$1,056,632 

$313,840 

$1,370,471 


12 

3805 

100% 


$702,023 

$0 

$702,023 


1 3 

9778 

100% 


$1,804,041 

$0 

$1,804,041 


14 

4489 


100% 

$0 

$737,992 

$737,992 

TOTAL 

REGION 1 

25708 



$3,562,695 

$1,051,831 

$4,614,526 


21 

5873 


100% 

$0 

$843,363 

$843,363 


22 

5945 


10 0% 

$0 

$853,702 

$853,702 


23 

7320 


10 0% 

$0 

$1,051,152 

$1,051,152 


24 

4025 

42% 

58% 

$273,861 

$335,234 

$609,095 


25 

5294 

100% 


$857,628 

$0 

$857,628 

TOTAL 

REGION 2 

28457 



$1,131,489 

$3,083,451 

$4,214,940 


31 

3795 

68% 

32% 

$372,897 

$155,929 

$528,826 


32 

4266 

25% 

75% 

$154,109 

$410,816 

$564,925 


33 

2509 


100% 

$0 

$322,156 

$322,156 


34 

2499 

98% 


$353,883 

$0 

$353,883 


35 

4485 

10 0% 


$648,083 

$0 

$648,083 


36 

4598 

100% 


$664,411 

$0 

$664,41 1 

TOTAL 

REGION 3 

22152 



$2,193,383 

$888,900 

$3,082,283 


41 

6935 

84% 


$841,770 

$0 

$841,770 


42 

5849 


100% 

$0 

$751,012 

$751,012 


43 

4858 

57% 

100% 

$400,129 

$623,767 

$1,023,896 


44 

4809 

100% 


$694,901 

$0 

$694,901 


45 

4084 

100% 


$590,138 

$0 

$590,138 

TOTAL 

REGION 4 

26535 



$2,526,938 

$1,374,779 

$3,901,717 


51 

3499 

50% 

50% 

$334,155 

$263,825 

$597,979 


52 

3584 


100% 

$0 

$540,467 

$540,467 


53 

4569 

89% 

11% 

$776,684 

$75,791 

$852,475 


54 

7725 

100% 


$1,475,475 

$0 

$1,475,475 

TOTAL 

REGION 5 

19377 



$2,586,314 

$880,082 

$3,466,396 


TOTAL 

122229 



$12,000,819 

$7,279,044 $19,279,863 


***?**<* 


■/ 






,..r 


,<J0 


Source: https://www.industrydocuments.ucsf.edu/docs/jxhm0004 
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MARLBORO SUMMER SPECIAL P.O.S. ALLOCATIONS 



POS 

LARGE 

COUNTER 

COUNTER 

SECTIONS 

Kits 

BANNERS 

BAL. LG. BAL. SM 


# 68461 

# 68482 

#68502 

#68503 


Total 

60,000 

30,000 

20,000 

3,000 

11 

3,748 

1,874 

1,240 

200 

1 2 

1,868 

934 

620 

100 

1 3 

4,800 

2,400 

1,600 

140 

14 

2,204 

1,102 

740 

120 

TOTAL REGION 1 

12,620 

6,310 

4,200 

560 

21 

2,883 

1,441 

960 

160 

22 

2,918 

1,459 

960 

160 

23 

3,593 

1,797 

1,200 

100 

24 

1,976 

988 

660 

100 

25 

2,599 

1,299 

860 

140 

TOTAL REGION 2 

13,969 

6,985 

4,640 

660 

31 

1,863 

931 

620 

100 

32 

2,094 

1,047 

700 

120 

33 

1,232 

616 

400 

40 

34 

1,227 

613 

400 

40 

35 

2,202 

1,101 

740 

120 

36 

2,257 

1,129 

760 

120 

TOTAL REGION 3 

10,874 

5,437 

3,620 

540 

41 

3,404 

1,702 

1,140 

200 

42 

2,871 

1,436 

960 

160 

43 

2,385 

1,192 

820 

140 

44 

2,361 

1,180 

780 

140 

45 

2,005 

1,002 

660 

100 

TOTAL REGION 4 

13,026 

6,513 

4,360 

740 

51 

1,718 

859 

580 

1 00 

52 

1,759 

880 

580 

1 00 

53 

2,243 

1,121 

760 

120 

54 

3,792 

1,896 

1,260 

180 

TOTAL REGION 5 

9,512 

4,756 

3,180 

500 

TOTAL 

60,000 

30,000 

20,000 

3,000 


Source: https://www.industrydocuments.ucsf.edu/docs/jxhm0004 
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MARLBORO SHARE 


BUDGET/STORE 



TOTAL CONV,(3mm) 

SINGLE PACK 

2 PACK 

3 PACK 

Region 1 

32% 

$328 

$411 

$411 

Region 2 

28% 

$288 

$359 

$359 

Region 3 

25% 

$257 

$321 

$321 

Region 4 

25% 

$257 

$321 

$321 

Region 5 

33% 

$339 

$424 

$424 
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BUDGET ASSUMPTIONS FOR AVG. COST PER STORE 
(Example = Region 1, Single Pack Promotion) 

175 Avg. C- Store CPW 

x90% Volume Sold as Packs 

158 


( 1 ) 


x32% Marlboro Share By Region 
50 Marlboro CPW 


( 2 ) 

(3) 


(4) 


y!3Q% 

Incremental Volume Bump 

66 

Total Marlboro CPW 

100% 

Volume Sold On Deal 

66 

Total CPW Sold On Deal 


Payment Per Carton 

164 

Total Payment Per Week 

i_2 

Number Of Weeks 

$328 

TOTAL PAYMENT PER STORE 


The table above is for calculating individual store payments. Please note the following: 

* Average c-store CPW, Marlboro's share, and % volume sold as packs should reflect 
store level data. 

• For incremental volume bump and volume sold on deal, you must use the numbers 
denoted in footnotes 2 &3 below. 


(1) Region Shares Denoted Above 

(2) Single Pack = 30%; 2 and 3 Pack = 25% 

(3) Single Pack = 100%; 2 and 3 Pack = 65%; 3 Pack = 50% 

(4) Single Pack = 2 weeks; 2 and 3 pack = 4 weeks 


Source: https://www.industrydocuments.ucsf.edu/docs/jxhm0004 
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